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IN THE UNITED STATES DISTRICT court 

FOR THE M I D D L E  DISTRICT OF pennsylvania 


plaintiff 


V. 


Defendants 


. 

I 
8 . 

t 
e 

I 
1 . 
. 
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c a p i t a l  reimbursemanta are t o  be phased-in to the commonwealth Of _ 
. .  . .  _ -
Pennsylvania Department of Public Welfare DRG prospect ive  payment 

rate  over the subsequent seven-year period; 

(3) before June 30, 1990, the part ies '  designees and. 

t h e i r  respective attorneys s h a l l  have an in-person conferenceto 

discuss the unresolved concernsregasding t h o  c u r r e n t  payment 

methodology which includes those issues raised in the January 4 ,  

1990 Ulsh letter to Westfall, referenced i n  paragraph 1; the 

January 18, 1990 letter from Julia Xrebs-Markrich, counsel for 

p l a i n t i f f ,  t o  Ulsh, and subsequent r e l a t e d  communications] 

( 4 )  before June 30, 1990, the part ies '  designees and 

their respective attorneys shall
resolve any questions that remain 

regarding inadequate unpaid reimbursements owed t o  WWH; 

(5) amounts parties agree are due WVUH shall be paid on 

or before July 31, 1990. Failure to make payment by that deadline 

shall result i n  the accrual of interest charges on those unpaid 

amounts beginning August 1, 1990. These charges s h a l l  be 

calculated a t  the  rate equal to the  prime rate as published in the 

wall Street Journal on August I, 1990, and i n  the e v e n t  l a t e  

payments continue into future years,  at the prize rate as published 

in t h e  first issue of the Wall Street J o u r n a l  f o r  m y  subsequent 

y e a r  into which late payments may continue plus cr.9 percent not 
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( 6 )  on or before June 2 0 ,  1 9 9 0 ,  defendants sha l l  provide 

to the c o u r t  i n  writing an explanation of 

( a )  why the  adopted amendments a t  55 Pa.  Code 0 

1 1 6 3 . 6 5  covering "Payment f o r  out-of-state  

hosp i ta l  services and published i n  

Pennsylvania Bul le t in ,  V017 30, No. 2 2 ,  June 2 ,  

1990,  are unchanged from t h e  f i n a l  r e g u l a t i o n s  

on that subject  published in volume 14, number 

2 5  of the Pennsylvania Bulletin, data4 

June 2 3 ,  1990,  and 

(b) how the  june 2 ,  1990, 5 5  Pa. Code 

5 1 1 6 3 . 6 5  regulations will apply t o  WWH: and 

( 7 )  plaintiff f I s  Second Motion f o r  Enforcement of 

Judgment is  deferred. 

I n i t e d  States district Judge 

Dated8 June -/ f  , 1990. 
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The resulting DE7G pyxrent rate, effect ive january 1, 1990, is 
$2,616.84. 

West virginia university Hospitals, Inc. has been afforded special 
treatment of its capital costs. Rather than the normal base year for  capi ta l  
costs in place for all in-state hospitals (Fiscal  Year 1985-86), the base year 
for payment of West Virginia university Hospitals, Inc.'s allowable medical 
assistance capital costs will be Fisca l  Y e a r  1988-89. In accordance w i t h  the  
-t's prospective capitdl payrent policy, capi ta l  payments are phased
in to the  Dw; prospective payment rates over a seven yeax period. In response 
to the opinion of the court, the department will W e  a special provision f o r  
west . V i r g i n i a  University Hospitals, Inc. and kegin t he  phase-in in Fiscal Year 
1989-90. The phase-in will take place over a seven year  period. 

A. Capital -431 t o  DFG group F a t e  

?he percentage of capi ta l  added to the Df(G prospective payrent rate 
for t h e  f i r s t  year of the phase-in is 10%of the statewide average percentage 
of capi ta l  to operating costs (7.1%). The resulting percentage (0.71%) is 
added to the group rate. 

B. Capital pass-through payments 

For the first year of the phase-in of capi ta l  payments to the DRG 
rates, 90% of a hospital 's  allowable medical assistance capital  costs are paid 
as pass-through payments. Because Fiscal  Y e a r  1989-90 will be t h e  f i r s t  
phase-in year for West V i r g i n i a  University Hospitals, Inc., the hospital 's  
monthly capital pass-through payment was determined by calculating 90%of the  
hospital's allowable capitdl costs for the Fiscal  Year  1988-89 base year.
?his amount w a s  then divided by 12 to arrive a t  a monthly pass-through payment 
amount for capital. 

The monthly capital pass-through payment for West V i r g i n i a  University
Hospitals, Inc. is $17,722.35. 
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?he allowable base year amount was then inflated to a fiscla Year 
1988-89 amountand divided by 12 to determine the monthly pass-through payment 
amount 

?he monthly medical &cationpass-through payment for West virginia 
university Hospitals, Inc.is $13,680.56. 

Disproportionate Share 

There are four methods used to determine i f  a Pennsylvania hospital
qualifies for  disproportionate share payments West V i r g i n i a  university
Hospitals, Inc. was afforded special. treatment in the determination of its 
eligibility for  disproportionate share payments by using all sta tes '  medicaid
days. only Pennsylvania medicaid days are employed in the calmlatian for  
Pennsylvania hospitals. Final ranking of West V i r g i n i a  University hospitals
Inc. based on the federal criteria of the ratio ofnon-general assistance days 
to total days resulted in the placement of West V i r g i n i a  university hospitals
Inc. inpyxrent bracket 3. 

?he disproportionate share add-on percentage for West virginia
University Hospitals, Inc. is 1.5%. 

A cost-to-charge ratio was calculated for West V i r g i n i a  University 
hospitals , Inc. from the Fiscal Year  1986-87 cost  report data submitted by the 
hospital. the ratio was calculated by taking the total inpatient casts less 
total inpatient capital and medical education, and dividing by total charyes.
?he ratio w a s  increased by .71% to reflect the capital add-on percentage paid
through the D X  prospective payment system This is the same calculation that 
is used to calculate a cost-- ratio for each Pennsylvania hospital. 

the cost-to-charge ratio for West V i r g i n i a  University hospitals hc. 
is i5097. 
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the department of public welfare O f f i c e  of Medical Assistance programs 
n u of Hospital and Outpatient programs Division of Inpatient programs
P. 0. Box 8047, harrisburg Pennsylvania 17105. 

Sincerely, 

david D. Ulsh 
Director of inpatient programs

Bureau of Hospital and Outpatient programs 
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IN THE UNITED STATES DISTRICT COURT 

FOR THE M I D D L E  DISTRICT OP PENNSYLVANIA 


. 
t 

P l a i n t i f f  

V. 


I C
I 

I 1) Defendants &hall provide a state  plan amendment which 


I 0h a l l  treat WVUH as an in-state hospital for purposes of 

dlatermining Pennsylvania's medical assistance reimbursement f o r  

a,cute care general hospital services 
2 )  Said plan shall further comply with the following 

Pprinciples
I I  

a)  In determining the appropriate ln

state group and wvvH1s eligibility f o r  tho 

d i sp ropor t iona te  share adjustment, defendants 

shall count all medical assistance days 

reported by h m ,  irrespective of t h o  hone 

state o f  the medical assistance p a t i e n t ;  



I 

4 

education costs shall be paid in accordance 

w i t h  the regulations that apply t o  in-s tate  

acute care general hospital@: 

( c )  The base year f o r  determining WVtTH's 

Pennsylvania medical assistance c a p i t a l  

reimbursement shall be fiscal year 1988-1989, 

such capital reimbursement to be phased i n t o  

t h e  defendants’ DM prospective payment rate 

over the subsequent reven-year period; 

(d)  The plan shall incorporate this  

court’s holding by order dated June 14, 1990, 

and the letter by David U l s h  dated 'January 4 I 

1990, and shall specifically provide that  the 

state regulation adopted a t  55 Pa. code 1163.65 

published in pennsylvania B-, V o l .  2 0 ,  

No. 2 2 ,  June 2, 1990, shall not apply to WWH. 
3 )  Mediaaid payments to WUH shall include such 

increased rates as may be paid to in-state hospitals from time to 

tima, as a consequence of litigation, in conformity with federal 

law. 

4 )  This order La no bar to future changes in the p a p e n :  1
! 

mehtodology so long as such changes conform w i t h  federal l a w .  ! 

5 )  Defendants a h a l l  comply w i t h  paragraphs 1 and 2 of iI 
this order on o r  before November 19, 1990. I 

2 
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I 


6) No later than november 2,  1990, plaintiff shal l  

submit under separate cover a petition t o r  award of counsel fees 

and supporting documents. Defendants aha11 regpond within ten (10) 

days of service of the f e e  petition. 

7 )  Plaintiff's request for an award o f  interoat is 

deemed redundant in light or  this court's order dated June 14, 

1990. 

United States District Judge 
'ated: October I 1990. 

I 

! 
I 

I 


I 
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